I Manufacturing Cost Summary I

The Department annually reviews the cost of manufacturing milk into butter, nonfat dry
milk and Cheddar cheese with other factors. These costs are used in establishing the make
allowances for the three commodities listed above. The table below shows the weighted
average manufacturing costs per pound for butter (salted and unsalted), non-fat dry milk
and Cheddar cheese. Costs included in this summary are packaging, processing labor,
processing non-labor, general and administrative, return on investment and, for butter and
Cheddar cheese, miscellaneous ingredients. The number to the right of the cost figures
indicates the number of plants included in each weighted average. Tables 27 through 32
show both the quantity-weighted average processing costs as well as the theoretical
processing costs for each commodity. Tables 27, 29 and 31 combine the three/four plants
with the lowest cost in group one; group two has the three/four plants with the next lowest
costs. Tables 28, 30 and 32 display the ranked costs in each category. Thus, the first row
lists the costs for the plant with the lowest packaging costs, the cost for the plant with the
lowest processing labor cost, etc. No one row has all its costs from one plant. As a result,
the total costs from the first row is less than the cost of the most efficient plant, and the
total costs from the last row is more than the cost of the least efficient plant.

Processing Costs

Exhibit Date Butter 1/ # of Butter Nonfat # of NFDM Cheddar # of Cheddar
Plants Powder Plants Cheese Cheese
Plants
May 1989 $0.0879 11 $0.1370 11 $0.2251 9
June 1990 $0.0888 11 $0.1398 11 $0.2324 9
May 1991 $0.0883 10 $0.1438 11 $0.2192 9
July 1992 $0.0969 12 $0.1443 12 $0.2010 9
August 1993 $0.0936 12 $0.1430 11 $0.1868 10
September 1994 $0.0895 i1 $0.1341 11 $0.1889 8
April 1995 $0.0889 9 $0.1327 9 $0.1862 8
November 1995 $0.0928 9 $0.1328 9 $0.1981 8
December 1996 $0.0970 9 $0.1333 9 $0.1898 2/ 8
July 1997 $0.0958 8 $0.1327 9 $0.1840 9
February 1999 $0.0930 8 $0.1277 9 $0.1759 10

1/ All butter costs, prior to November 1995, have been increased by $0.0027 per pound which is the weighted
average cost of miscellaneous ingredients for November 1995.

2/ This and successive figures include costs associated with bulk cheddar plants, although packaging labor and
packaging expenses reflect costs from the 40-lb. block plants.
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